
Differences in the Estimates Made by the Congressional Budget Office 
and Social Security Administration

 In the Social Security reform debate, much attention has focused on the differences in the projections made by the 
Social Security Administration (SSA) and those made by the Congressional Budget Office (CBO).  But, as can be seen in 
the diagram below, the differences are hardly consequential.  Whereas SSA estimates that Social Security will begin running 
persistent and growing cash deficits beginning in 2018, CBO estimates that the same permanent and growing deficits will 
begin only two years later (2020).  
 Similarly, whereas SSA estimates that the Social Security “Trust Fund” – a separate government account that 
contains no real resources, but tracks the amount of general revenues that Social Security can claim – will be bankrupt in 
2042, CBO estimates that this will occur only ten years later (in 2052).  

  But since the “Trust Fund” represents nothing more than Social Security’s claim on general revenues, the date 
of its bankruptcy is irrelevant from the standpoint of the consolidated federal budget.  For example, SSA estimates that 
between 2018 and 2042, Congress will have to increase taxes or borrowing by $5.8 trillion (in constant 2004 dollars) to pay 
full Social Security benefits.  Over that same period, CBO estimates that Congress will have to come up with $5.1 trillion 
(in constant dollars) through some combination of increased taxes or borrowing to fund full Social Security benefits, a 
difference of just $700 billion over 25 years!  
 Worse, both SSA and CBO estimate that after trillions of general revenues are injected to prop up the ailing Social 
Security system, the Trust Fund will still become bankrupt and benefits will still be cut across-the-board.  SSA projects an 
immediate benefit cut of 25 percent that grows to a benefit cut of over 30 percent by 2080; CBO estimates an immediate 
22.4 percent benefit cut that grows to a cut of over 27 percent by 2080.  
 Whether one chooses to use SSA’s estimates, or CBO’s more optimistic numbers, one simple fact remains:  the 
current Social Security system is unsustainable and headed for bankruptcy.  
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This is the second in a series of RPC papers on Social Security reform.  The previous paper, “Rising to 
Meet the Challenge Social Security Poses to Younger Workers,” was released January 4, 2005. 

Democrats’ Social Security Plan: 
 ‘The Defend the Status Quo Act of 2005’

� In the 2005 State of the Union Address, President Bush made it clear that restoring 
solvency to Social Security would be a top priority of his Administration. 
Unfortunately, Senate Democrats seem intent on opposing reform in favor of the 
status quo.  Therefore, by opposing all change, their “bill” assures that the current 
system stays in place exactly as it is today.  This paper “scores” their “bill,” 
analyzing its numerous pitfalls.  The paper also explores the exact nature of the 
problem and the need to develop a serious policy response to combat it.

� The Democrats’ plan would require new borrowing or tax increases of over $5.8 
trillion (in constant 2004 dollars) between 2018 and 2042. 

� To cover this entire shortfall through personal income tax increases would require 
tax increases of an average of $232 billion a year (in constant 2004 dollars).  This 
amounts to a 25-percent average increase over current personal income tax revenues, 
and a 16-percent average increase over current income tax receipts as a percent of 
GDP over the 25 years.

� Such tax increases would not only damage the economy, but also would 
disproportionately burden senior citizens. Since seniors’ effective personal income 
tax rate is four times higher than their effective payroll tax rate, and personal income 
taxes account for over 70 percent of seniors’ direct federal tax liability, each 
additional dollar of personal income taxes raised to pay Social Security benefits 
could simultaneously reduce retirement income by 22 cents.

� The Democrats’ plan would cut benefits by between 25 percent and 32 percent and 
double the poverty rate among Social Security beneficiaries, forcing 875,000 
additional seniors into poverty.

� Many Senate Democrats once recognized the perils of the status quo and signaled 
their willingness to entertain reform options.  However, their willingness to speak 
seriously about reform has waned, even while costs of the status quo have continued 
to grow.


